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Before the
Federal Communications Commission

Washington, D.C. 20554

In the Matter of

Access Charge Refonn

Transport Rate Structure
and Pricing

)
)
)
)
)
)
)

CC Docket No. 96-262

CC Docket No. 91-213

REPLY COMMENTS OF THE SBC COMPANIES

Pursuant to Section 1.429 ofthe rules of the Federal Communications

Commission (Commission), and the Public Notice released February 5, 1998, Southwestern Bell

Telephone Company, Pacific Bell, and Nevada Bell (collectively, the SBC Companies) hereby

reply to the oppositions I filed against their petition for reconsideration (PFR) of that portion of

the Third Report and Order 2 which reallocated general support facilities (GSF) costs of price cap

LECs from regulated access services to detariffed billing and collection services.

1. REPLY

A. A Piecemeal Approach To Part 69 Changes Should Not Be Used.

MCI argues that other Part 69 rules do not compensate for the alleged under-

allocation ofGSF costs to the billing and collection category, contrary to the SBC Companies'

Petition? AT&T argues that these other allocations are irrelevant.4

I Oppositions were filed by AT&T Corp. (AT&T) and MCI Telecommunications Corp.
(MCI).

2 Access Charge Refonn, CC Docket No. 96-262, and Transport Rate Structure and
Pricing, CC Docket No. 91-213, Third Report and Order, (FCC 97-401) (released November 26,
1997) (GSF Order).

3MCI atp. 3.
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The fact that "Other Customer Services Expense" is a minor amount of dollars

that are over-allocated to the Billing and Collection category is not the SBC Companies' main

point. We pointed this out as an example of the Commission taking a piecemeal approach that

penalized local exchange carriers (LECs) such as the SBC Companies. Obviously, MCI does not

disagree with this piecemeal approach as it stood to benefit, through access charge reductions,

from shifts in GSF related costs to the billing and collection category.

B. Even MCI Must Agree That An Adequate Opportunity to Recover These Costs
Should Be Allowed.

The PFR notes that the reallocation of GSF costs and the timing of the

implementation of that reallocation did not allow an adequate opportunity to recover those costs.

MCI claims that the fact that the costs reallocated to the billing and collections category cannot

be recovered is of no consequence to the decision of the Commission to reallocate those costs.s

On the contrary, the SBC Companies' point is no different than the arguments for

cost recovery currently being made by MCI in its "Emergency Petition for Prescription." In that

petition, MCI complains about the reallocation of common line cost recovery through the new

presubscribed interexchange carrier charge (PICC) to interexchange carriers (IXCs) because MCI

must "make certain that [it is] collecting these fees in the most accurate way from [its] customer

base.,,6 MCI also claims that it may fail to recover these costs and that the "Commission should

take immediate action to ensure that (1) IXCs have the opportunity to recover their costs

4 AT&T at p. 4.
S MCI atp. 4.
6MCI Emergency Petition for Prescription, CC Docket No. 97-250, filed February 24,

1998, (MCI Petition) at p. 15.
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All carriers must have an opportunity to recover their costs. Mel appears to

support this principle in its Petition. The GSF reallocation, however, gives the SBC Companies

no reasonable opportunity to recover the GSF costs.8

C. The SBC Companies' Cost Comparison Shows That the GSF Reallocation Was
Unwarranted.

MCI claims the cost figures cited by the SBC Companies are "misleading." MCI

claims that the SBC Companies misled the Commission by attributing the entire differential

between its billing and collection revenues and its "after GSF rule change" billing and collection

costs to the modified GSF allocator adopted in the Order.9

The SBC Companies did not mislead the Commission. MCI is correct in that the

applicable costs, provided in the SBC Companies' PFR, for comparison to the billing and

collection revenue, included the impact ofthe other billing and collection (OB&C) rule change. 1O

This change was effective April 1, 1997. Consequently it was necessary to include the OB&C

related costs in the SBC Companies' billing and collection amounts. The cost shown in the PFR

appropriately reflected 1996 historical costs adjusted for the allocation of the OB&C rule change.

This was the starting point for evaluation of the GSF rule change that became effective January

1, 1998. The SBC Companies did not attribute the entire differential between billing and

collection costs and revenues and "after GSF rule change" billing and collection costs to the

7 MCI Petition at p. 13.
8 On the other hand, for the reasons that will be described in the SBC Companies'

forthcoming comments on the MCI Petition, MCI already has an opportunity to recover its costs,
and no action is necessary on the requests made by MCI in that proceeding.

9 MCI at p.5.
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modified GSF allocator. The SBC Companies clearly stated that the annual revenue impact

attributable to GSF was a $45 million reduction, which excluded any impacts already associated

with the OB&C rule change.\\

If the SBC Companies had included the impact of OB&C, the total difference

between billing and collection revenues and costs would be approximately $94M, an amount

significantly larger than the $45M impact provided in the SBC Companies' PFR. To help

clarify the numbers at issue, the table below provides the 1996 B&C revenues, 1996 ARMIS

B&C costs, 1996 ARMIS B&C costs adjusted for the OB&C rule change, and the cost impact of

the GSF rule change.

\0 MCI at pp. 4-5.
1\ PFR at p. 2.
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Table
Summary of 1996 Billing and Collection Revenues and Costs

1996 1996
1996 1996 B&C Cost Cost After Impact of

Company B&C B&C Cost Adj. For GSF Rule GSF
Revenue OB&C Change Change

SWBT $54.3M $53.4M $67.2M $85.9M $18.7M
Pacific Bell $40.0M $39.9M $74.7M $100.7M $26.0M
Nevada Bell $1.8M $1.3M $1.4M $1.7M $O.3M
Total SBC $96.1M $94.6M $143.3M $188.3M $45.0M

Clearly, for the SBC Companies, the overall allocation of costs to the billing and collection

category was reasonable. For the SBC Companies overall, prior to the GSF rule change, there

was less than a 2 percent difference between billing and collection revenues and costs. What

MCl's opposition clarifies is that the Commission, in considering the GSF change, relied upon

the wrong costs in reaching its conclusion that the allocation ofaSF costs is a significant

problem. The Commission asserted that the billing and collection revenues were about $536

million and the operating expenses were about $439 million. The Commission relied on 1996

ARMIS data and failed to include the impact of its previously adopted rule change for other

billing and collection costs. Ifother companies' other billing and collection impacts were

similar to those of the SBC Companies, the applicable costs for the RBOCs and GTE would

increase approximately 51.5% to about $663 million. Thus, after the OB&C change, billing and

collection costs for the industry, similar to the SBC Companies, were likely greater than the

related revenues. Consequently, the Commission erred in the estimation ofthe differential

between billing and collection costs and revenues that existed prior to the GSF rule change. As
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asserted in the PFR, the allocation of GSF to the billing and collection category was not a

significant problem and there was no basis for a piecemeal fix to the allocation of GSF costs.

D. The Joint Cost Order Is Not Applicable To This Issue.

AT&T asserts, citing the Joint Cost Order, that there must be full separation of

billing and collection costs from "regulated access," since the Commission's objective is to

ensure "full cost separation between regulated and nonregulated activities."12 AT&T confuses

issues here. Billing and collection is not subject to the Joint Cost Order because it has not been

treated as nonregulated. The Commission has only detariffed billing and collection. 13

12 AT&T at p. 5.
13 Detariffing of Billing and Collection Services, 102 FCC 2d 1150 (1986), recon.

denied, 1 FCC Rcd 445 (1986).
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II. CONCLUSION

For the· fo~oi:Dg reasons, the SBC CompaxUes respectfully request that the

Commission reconsider and reverse that portion ofits Third RAport and Ordor which reallocated

GSF costs of price cap LEes from regulated access services to detaritfed billing and collection

services.

Resp!Jctfully submitted,

SOUIllWESTERN BELL TELEPHONE COMPANY
PACIFIC BELL
NEVADA BELL

By~2v<L-
Durward D. Dupn:
Michael J. ZpevaIc
Thomas A. Pajda
OneBellP~ Room 3003
Dallas, Texas 75202
(214) 46+5307

Their Attorneys

March 11, 1998
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TDS TELECOMMUNICATIONS CORPORATION
MARGOT SMILEY HUMPHREY
KOTEEN & NAFTALIN LLP
1150 CONNECTICUT AVENUE NW
SUITE 1000
WASHINGTON DC 20036

ASSOCIATION FOR LOCAL TELECOMMUNICATIONS
SERVICES
RICHARD J METZGER
EMILY M WILLIAMS
SUITE 900
888 17TH STREET NW
WASHINGTON DC 20006

SPECTRANET INTERNATIONAL INC
GLENN B MANISHIN
CHRISTINE A MAILLOUX
BLUMENFELD & COHEN - TECHNOLOGY LAW GROUP
1615 M STREET NW SUITE 700
WASHINGTON DC 20036

TELE-COMMUNICATIONS INC
RANDALL BLOWE
PIPER & MARBURY LLP
1200 19TH STREET NW
WASHINGTON DC 20036

WESTERN ALLIANCE
BENJAMIN H DICKENS JR
GERARD J DUFFY
BLOOSTON MORDKOFSKY JACKSON & DICKENS
2120 L STREET NW SUITE 300
WASHINGTON DC 20037

ITC
DAVID A IRWIN
TARAS BECHT
IRWIN CAMPBELL & TANNENWALD PC
1739 RHODE ISLAND AVE NW STE 200
WASHINGTON DC 20036-3101



·
OPASTCO
LISA M ZAINA
KENNETH JOHNSON
21 DUPONT CIRCLE NW
SUITE 700
WASHINGTON DC 20036

ALIANT COMMUNICATIONS CO
ROBERT A MAZER
ALBERT SHULDINER
VINSON & ELKINS
1455 PENNSYLVANIA AVE NW
WASHINGTON DC 20004-1008

ILLUMINET
STEPHEN G KRASKIN
SYLVIA LESSE
THOMAS J MOORMAN
KRASKIN & LESSE
2120 L STREET NW SUITE 530
WASHINGTON DC 20037

MICROSOFT CORPORATION
JACK KRUMHOLTZ
LAW AND CORPORATE AFFAIRS DEPARTMENT
MICROSOFT CORPORATION
SUITE 600
5335 WISCONSIN AVE NW
WASHINGTON DC 20015

COMMERCIAL INTERNET EXCHANGE ASSOCIATION
ROBERT D COLLET
BARBARA A DOOLEY
RONALD L PLESSER
MARK J OCONNOR
JAMES J HALPERT
PIPER & MARBURY LLP
1200 NINETEENTH ST NW STE 700
WASHINGTON DC 20036

JEFFREY F BECK
JILLISA BONFMAN
BECK & ACKERMAN
FOUREMBARCADAROCENTER
SUITE 760
SAN FRANCISCO CA 94111

COMPUSERVE INC & PRODIGY SERVICES CORP
RANDOLPH J MAY
BONDINGYEE
SUTHERLAND ASBILL & BRENNAN
1275 PENNSYLVANIA AVE NW
WASHINGTON DC 20004-2404

THE INTERACTIVE SERVICES ASSOCIATION
EDWIN N LAVERGNE
J THOMAS NOLAN
GINSBURG FELDMAN AND BRESS CHTD
1250 CONNECTICUT AVE NW
WASHINGTON DC 20036

MICROSOFT CORPORATION
STANLEY M GORINSON
WILLIAM H DAVENPORT
PRESTON GATES ELLIS & ROUVELAS MEEDS
1735 NEW YORK AVE NW
WASHINGTON DC 20006

BANKERS CLEARING HOUSE MASTERCARD INTL IN
VISA USA INC
HENRY D LEVINE
LAURA F H MCDONALD
LEVINE BLASZAK BLOCK & BOOTHBY
1300 CONNECTICUT AVE NW
SUITE 500
WASHINGTON DC 20036



BETTY D. MONTGOMERY
ATTORNEY GENERAL OF OHIO
PUBLIC UTILITIES SECTION
180 EAST BROAD STREET
COLUMBUS OH 43215-3793

TERRY MICHAEL BANKS
COUNSEL
ICG TELECOM GROUP
1303 SAWBRIDGE WAY
RESTON VA 22094

THE RURAL TELEPHONE COALITION
DAVID COSSON
L MARIE GUILLORY
2626 PENNSYLVANIA AVENUE NW
WASHINGTON DC 20037

ROSEVILLE TELEPHONE COMPANY
FLETCHER HEALD & HILDRETH PLC
GEORGE PETRUTSAS
PAUL J FELDMAN
11TH FLOOR 1300 NORTH 17TH STREET
ROSSLYN VA 22209

DAVID S J BROWN
E MOLLY LEAHY
NEWSPAPER ASSOCIAnON OF AMERICA
529 14TH STREET NW
SUITE 440
WASHINGTON DC 20045

LCI INTERNATIONAL CORP NC
GREGORY M CASEY
DOUGLAS W KINKOPH
8180 GREENSBORO DRIVE
SUITE 800
MCLEAN VA 22102

THE RURAL TELEPHONE COALITION
MARGOT SMILEY HUMPHREY
KOTEEN & NAFTALIN LLP
1150 CONNECTICUT AVENUE NW
SUITE 1000
WASHINGTON DC 20036

THE RURAL TELEPHONE COALITION
LISAMZAINA
KENNETH JOHNSON
21 DUPONT CIRCLE NW
SUITE 700
WASHINGTON DC 20036

TENNESSEE REGULATORY AUTHORITY STAFF
CHRISTOPHER KLEIN CHIEF
UTILITY RATE DIVISION
460 JAMES ROBERTSON PARKWAY
NASHVILLE TN 37243·0505

LESLA LEHTONEN
ATTORNEY FOR
CALIFORNIA CABLE TELEVISION ASSOCIATION
4341 PIEDMONT AVENUE
OAKLAND CA 94611



NYSERNETINC
JAMES BRENNAN
ASSOCIATE DIRECTOR OF GOV SERVICES
RENSSELAER TECHNOLOGY PARK
TROY NY 12180-7698

SONETECHINC
W FRED SEIGNEUR
PRESIDENT
109 KALE AVENUE
STERLING VA 20164

CATHERINE R SLOAN
RICHARD L FRUCHTERMAN III
RICHARD S WHITT
WORLDCOM INC
1120 CONNECTICUT AVENUE NW
SUITE 400
WASHINGTON DC 20036

ALEX J HARRIS
WORLDCOM INC
33 WHITEHALL STREET
15TH FLOOR
NEW YORK NY 10004

TEXAS OFFICE OF PUBLIC UTILITY COUNSEL
LAURIE PAPPAS
DEPUTY PUBLIC COUNSEL
1701 N CONGRESS AVENUE 9-180
POBOX 12397
AUSTIN TX 78711-2397

CYNTHIA B MILLER
SENIOR ATTORNEY
FORIDA PUBLIC SERVICE COMMISSION
2540 SHUMARD OAK BOULEVARD
TALLAHASSEE FL 32399-0850

DAVID J NEWBURGER\
NEWBURGER & VOSSMEYER
COUNSEL FOR
AMERICAN ASSOCIATION FOR ADULT AND
CONTINUING EDUCATION

ONE METROPOLITAN SQUARE SUITE 2400
ST LOUIS MISSOURI 63102

RICHARD J HEITMANN
WORLDCOM INC
515 EAST AMITE
JACKSON MS 39201-2702

PETER A ROHRBACH
DAVID L SIERADZKI
F WILLIAM LEBEAU
HOGAN & HARTSON LLP
WORLDCOM INC
555 13TH STREET NW
WASHINGTON DC 20004-1109

COMMUNICATIONS WORKERS OF AMERICA
MORTONBAHR
PRESIDENT
501 3RD STREET NW
WASHINGTON DC 20001



KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD
TOPEKA KS 66604-4027

JULES M PERLBERG
ONE FIRST NATIONAL PLAZA
CHICAGO IL 60603

NATIONAL EMERGENCY NUMBER ASSN
JAMES R HOBSON
FREDERIC L WOOD (ATTY OF RECORD)
DONELAN CLEARY WOOD & MASTER PRICE CAP
PERFORMANCE REVIEW ORDER
1100 NEW YORK AVENUE NW #750
WASHINGTON DC 20005-3934

CATHERINE O'SULLIVAN
NANCY GARRISON
DEPARTMENT OF JUSTICE
ANTITRUST DIVISION
APPELLATE SECTION - ROOM 10535
PATRICK HENRY BUILDING
601 D STREET NW
WASHINGTON DC 20530

THOMAS B WEAVER
ATTORNEY - GTE MIDWEST INCORPORATED
ARMSTRONG TEASDALE SCHLAFLY & DAVIS
ONE METROPOLITAN SQUARE SUITE 2600
ST LOUIS MISSOURI 63102

RCN TELECOM SERVICES INC
RUSSELL M BLAU
TAMAR E HAVERTY
SWIDLER & BERLIN CHARTERED
3000 K STREET NW SUITE 300
WASHINGTON DC 20007

CARL S NADLER
JENNER & BLOCK
12TH FLOOR
601 THIRTEENTH STREET NW
WASHINGTON DC 20005

DONALD RUSSELL
DEPARTMENT OF JUSTICE
ANTITRUST DIVISION
CITY CENTER BUILDING
SUITE 8000
1401 H STREET NW
WASHINGTON DC 20530



INDEPENDENT TELEPHONE & TELECOMMUNICATIONS
ALLIANCE
DIANE SMITH
ALLTEL CORPORATE SERVICES INC
655 15TH STREET NW SUITE 220
WASHINGTON DC 20005-5701

INDEPENDENT TELEPHONE & TELECOMMUNICATIONS
ALLIANCE
RICHARD P BRESS
MICHAEL S WROBLEWSKI
LATHAM & WATKINS
1001 PENNSYLVANIA AVENUE NW
SUITE 1300
WASHINGTON DC 20004-2505

ALLTEL TELEPHONE SERVICES CORPORATION
CAROLYN CHILL
655 15TH STREET NW
SUITE 220
WASHINGTON DC 20005

ROSEVILL TELEPHONE COMPANY
GEORGE PETRUTSAS
PAUL J FELDMAN
FLETCHER HEALD & HILDREm PLC
11TH FLOOR
1300 NORTH 17TH STREET
ROSSLYN VA 22209

NRTA
MARGOT SMILEY HUMPHREY
KOTEEN & NAFTALIN LLP
1150 CONNECTICUT AVE NW
SUITE 1000
WASHINGTON DC 20036

INDEPENDENT TELEPHONE & TELECOMMUNICATIONS
ALLIANCE
DAVID W ZESIGER
1300 CONNECTICUT AVENUE NW
SUITE 600
WASHINGTON DC 20036

KENT LARSEN
CATHEY HUTTON AND ASSOCIATES
2711 LBJ FREEWAY SUITE 560
DALLAS TX 75234

FREDERICK & WARINNER LLC
CLINT FREDERICK
10901 WEST 84m TERRANCE
SUITE 101
LENEXA KANSAS 66214-1631

MINNESOTA INDEPENDENT COALITION
RICHARD J JOHNSON
MICHAEL J BRADLEY
MOSS & BARNETT
4800 NORWEST CENTER
90 SOUTH SEVENTH STREET
MINNEAPOLIS MN 55402-4129

NTCA
DAVID COSSON
L MARIE GUILLORY
2626 PENNSYLVANIA AVE NW
WASHINGTON DC 20037


